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Current Trends 


Urban renewal project notes totaling $60,466,000. . . representing 21 local issuing 

agencies. . . were sold in mid-May at an average interest rate of 5.027 percent. Bids ranged from 
4.78 percent to 5.34 percent. The average maturity of the notes sold was 7.7 months. The notes will 
be dated June 19. The average interest rate for the $101,481,000 of project notes sold in mid-April 
was 5.436 percent. 


Housing starts declined in April. . . trailing March in all parts of the country except the West. . . and 
were below year-earlier levels nationwide. The Commerce Department said work was begun on 
privately owned housing in April at a seasonally adjusted annual rate of 1,749,000 units. . . down 2.1 
percent from the revised March figure of 1,786,000 units and 20 percent below the year-earlier 
2,176,000 units annually. Starts of single-family homes rose 1 percent in April to a 1,279,000-unit 
annual rate from March’s 1,266,000 units. But starts of multifamily sites declined almost 10 percent to a 
470,000-unit annual rate from 520,000 in March. Building permits. . . an indicator of future 
construction activity. . . fell in April to a seasonally adjusted annual rate of 1,517,000 

units. . . down 6 percent from 1,621,000 in March and 21 percent below a year earlier. Starting with 
the April report. . . the Commerce Department said. . . its permit data is based on reports from 
16,000 localities instead of 14,000 used in previous reports. Permits showed little change in most parts 
of the country. . . but fell sharply in the South. Permits for single-family homes eased to an annual rate 
of 1,040,000 units from 1,056,000 in March. Multifamily permits declined to a 477 ,000-unit rate from 
565,000 a month earlier. 


The Federal Home Loan Bank Board announced that conventional home mortgage rate increases 
moderated somewhat between early March and early April. The effective mortgage commitment 
rate quoted by major lenders for the purchase of newly built, single-family homes on fixed-rate 
loans with a 75-percent, loan-to-value ratio and a 25-year term to maturity averaged 10.64 percent 
in early April. This was up 5 basis points from early March and brought the total increase since 
early January to 13 basis points. In contrast, the average rate rose by 12 basis points in December 
(from early December to early January) alone. The proportion of lenders offering commitments for 
75-percent, 25-year loans increased again. . . rising from 82.8 to 83.1 percent. The average 
effective interest rate on loans closed for purchasing newly built, single-family homes was 10.34 in 
early April. . . up 4 basis points from early March. The early February to early March increi.se was 
10 basis points. 


HUD?’s May | opinion survey was conducted 5 business days after the maximum allowable interest rate 
for FHA-insured mortgages was increased from 9% percent to 10 percent. Because of timing of the 
change and the survey. . . reliable date on secondary market prices for these securities at that time are 
unavailable. However. . . data compiled on the adequacy of funds available for financing of Section 
203(b) mortgages showed that 96 percent of the HUD Field Offices reported affirmatively. This was the 
first time in 4 months in which the affirmative response has increased. . . up | percentage point from 
April 1. For May last year. . . the favorable response was measured at 93 percent. . . 3 percentage 
points lower than this year. 





Ford Foundation 1978 Annual Report 


The recently issued Ford Foundation Annual Report 1978 states that the Foundation’s cash 
expenditures in fiscal 1978 (October 1 to September 30) were $160 million. . . compared to $171 
million in fiscal 1977. Expenditures were mainly grant payments to 521 organizations and 1,005 
individuals. 


The report states: ‘‘ Although many of the nation’s older cities seem to be experiencing a revival, older 
neighborhoods near the central core continue to suffer from neglect, deterioration, and abandonment of 
buildings. The causes have been documented: as older neighborhoods begin to decline, the middle class 
that had provided them with a measure of stability moves out and is replaced by people who are mainly 
dependent upon public support for their survival. For some areas, the process ends with vandalism, the 
abandonment of buildings by owners and tenants, and leveling of the area by public authorities. 


**In many neighborhoods, however, groups have formed to reverse this tide of urban decay. Residents 
have organized to maintain, repair, and manage distressed properties. Pilot programs have been initiated 
to restore mortgage investment in neighborhoods and to give tenants of public housing greater 
responsibility in the management of their projects. The Foundation has provided start-up grants for a 
number of these organizations. For example, funds this year went to the Massachusette Union of 
Public Housing Tenants and the Citizens Housing and Planning Association of Boston for tenant 
management programs. ”’ 


Also receiving assistance was Neighborhood Housing Services (NHS), which began in Pittsburgh and 
has since expanded into a nationwide demonstration of neighborhood revival. NHS programs (the 
Foundation has assisted five- Baltimore, Dallas, Oakland, Washington, D.C., and San Antonio) join 
lenders, residents, and local government agencies in restoring private and public investments in 
neighborhoods where banks have discontinued lending because of deteriorating conditions. This year the 
Fundation granted funds to enable the Baltimore NHS to provide emergency housing repair services to 
350 households headed by women, the elderly, or the handicapped, and to Neighborhood Housing 
Services of America for a program to accelerate the flow of private mortgage funds into some forty-six 
cities where NHS programs are operating. The latter program is also funded by the Equitable Life 
Assurance Society and by federal agencies. 


Two organizations in New York City that seek to arrest the decline of housing received supplementary 
grants. They were Advisory Services for Better Housing, which helps owners, housing managers, 
tenants, and federal officials develop plans for rehabilitating subsidized multifamily dwellings, and the 
Association of Neighborhood Housing Developers, which provides technical assistance to some 
twenty-seven neighborhood groups. The Bronx Frontier Development Corporation received a grant 
for neighborhood revitalization activities, including the composting of vegetable and other waste 
material for neighborhood gardening projects in the South Bronx, one of the most squalid areas of New 
York. 


In Cambridge, Massachusetts, the housing authority received a grant to improve the neighborhood of 
Roosevelt Towers, a public housing project where racial antagonism between project residents and the 
surrounding working-class community erupted into riots during the 1960s. The program seeks to 
improve neighborhood security, revitalize a shopping area, and provide jobs for unemployed youth. 


Supplementary assistance also went to the Chicago-based National Training Information Center, 
which has helped to dramatize the deleterious effects of mortgage ‘‘redlining,’’ of withdrawal of lending 
in older neighborhoods, Its activities include training of community workers and research of trends 
affecting urban neighborhoods. 


The Center for Urban Ethnic Affairs received a grant to continue its work with white ethnic working- 
class groups on neighborhood preservation projects. The center helps organize the groups, provides 
them with technical assistance in management, fund-raising, and project development, and trains 
neighborhood workers. 





Significant Decisions 


Catherine Cochran, et al. v. Youngstown Metropolitan Housing Authority, Secretary of HUD, et 
al., U.S.D.C., N.D. Ohio, C.A. No. C 79439 Y. The District Court has dismissed this action brought 
by two tenants on behalf of all persons in Mahoning County eligible for participation in the Section 8 
existing housing program in which they had alleged that the Secretary abused her discretion in 
establishing Fair Market Rents for Section 8 Existing Housing without considering the rent levels 
necessary to assure deconcentration of the lower income population of the County. Plaintiffs’ Section 8 
assistance was terminated when a HUD-approved rent increase for the Section 236 project in which they 
reside pushed their rents above the applicable Fair Market Rent for their units. The Court approved a 
settlement agreement allowing the landlord for the two named plaintiffs to apply to HUD via the 
Housing Authority for a special adjustment of the rents of only the two named plaintiffs. HUD approval 
of the special adjustment request to permit rents to be increased up to 20 percent above Fair Market 
Rents will permit continuance of Section 8 assistance on behalf of the two tenants. 


Shelvia Williams, et al. v. The City of Fairburn, Georgia, Harris, et al, U.S.D.C., N.D. Ga., 
C-78-271 A. The named plaintiff has entered into a Stipulation of Voluntary Dismissal with prejudice of 
all claims against HUD. Plaintiff, a black tenant whose Section 8 subsidy had been threatened with 
termination, challenged a City Council action requiring termination of the County Housing Authority’s 
existing Section 8 Program in Fairburn, Georgia. This action was taken under authority of a State Statue 
providing that county housing authorities cannot operate within a city unless authorized by the City. The 
City has now agreed to permit the County Housing Authority to provide 20 units of Section 8 housing 
within the City, 15 of them for the elderly. Plaintiff continues to prosecute her claim for damages and 
attorneys’ fees against the local defendants. 


Improved Data Collection Sought for Davis-Bacon Act 


HUD Secretary Harris has announced a change in HUD’s support role in administering the 
Davis-Bacon Act that will improve the accuracy of data used in determining prevailing wage rates 
and result in lower construction costs for some federally-assisted housing. She has asked Elizabeth R. 
Raymond, Assistant to the Secretary for Labor Relations, to take full responsibility for collecting the data 
used by the Department of Labor to set prevailing wages rates. 


Recognizing there were problems in the data gathering procedures. . . Secretary Harris earlier this year 
commissioned Gordon Associates, Inc., of Washington, D.C. to perform an in-depth assessment of the 
situation. Among other things, the study showed that estimated wage rates in many localities tended to be 
high because of the lack of a comprehensive data base. 


The Davis-Bacon Act. . . passed in 1931 and administered by the Department of Labor. . . requires 
employers on construction projects to pay members of the same craft the local prevailing wage. Later 
legislation extended this provision to include federally-assisted residential construction. 


The study found that inaccurate information. . . and in many instances no information. . . about local 
wages has resulted in employers paying higher wages than the actual prevailing labor rates. If the 
residential wage surveys are conducted on a systematic basis. . . the report says. . . some construction 
costs could be reduced. 


‘*Under Mrs. Raymond’s direction, HUD will begin now to collect the accurate data needed by the Labor 
Department to record wage determinations reflecting local wages,’’ Secretary Harris said. **This effort 
will help ensure that federally-assisted housing continues to be built with wage rates appropriate to the 
residential labor market.”’ 





Largest Ever $3.3 Million Loan to Bring Homes, Employment to Watts 


The Watts Labor Community Action Committee. . . a private nonprofit urban development 
agency. . . has signed a $3,300,000 credit agreement with Security Pacific National Bank for the 
development and construction of housing units in the Watts area of south central Los Angeles. Ted 
Watkins. . . chairman of WLCAC. . . said that ‘‘this is the largest credit of its kind ever signed 
between a private urban development agency such as ours and a major commercial bank. These funds 
will be used for specific projects designed to bring decent homes and the opportunity for employment 
back to this area. There are now over 10,000 substandard houses in Watts.”’ 


The loan will provide approximately $2,280,000 to continue development projects already underway in 
the Watts/Willowbrook area. $1,020,000 will be used to finance housing relocation costs. . . as the 
project includes relocating 140 residential units from other areas of Los Angeles. Twenty-six units (9 
single-family residences and 15 apartments) are now completed and a few others are near completion. 


Financing. . . upon completion of a unit. . . will be transferred to permanent real estate loans to 
WLCAC. . . who becomes the owner of the properties. The units will be rented to qualified members 
of the minority community with 75-80 percent of the units subsidized under the Section 8 program of 
HUD. This means qualified minorities will be able to rent a unit at low cost — that is. . . not more than 
25 percent of the family’s gross income, with HUD bearing the balance of the market rent. 


The Ford Foundation is providing a guaranty of collection for 50 percent of uncollected principal for a 
maximum of 10 years, on units not rent-subsidized by HUD. Security Pacific assumes all other 
liabilities. 


WLCAC is a nonprofit community development organization started in 1965 to assist in the 
redevelopment of the Watts Community. Its programs today reach some 750,000 residents and include 
two senior citizen centers, management of a $1.5 million child care center, a dial-a-bus service, a 
manpower training center and a beautification pregram. Security Pacific is a co-sponsor of a bank-teller 
training program from which the bank has hired over 50 graduates. 
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